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The International Bank for Reconstruction and Devel- 
opment announced on December 5 that it plans to call for 
redemption early in January its $100 million ten-year 
214 per cent bonds due July 15, 1957. The call price is 
101. Payment will be made approximately 45 days after 
the formal call is made. The Bank also announced that 
early in 1950 it will offer a refunding issue of serial 
bonds, in the same amount, at competitive bidding. In- 
vitations to bid for the new serial bonds will probably be 
issued in January. Terms of the new bonds, other than 
that they will have serial maturities, have not been an- 
nounced, 


The bonds to be redeemed in January are one of the 


The Second Meeting of the Technical Experts of the 
Central Banks of the American Continent in Santiago was 
opened on December 2 by Mr. Arturo Maschke, Gen- 
eral Manager of the Central Bank of Chile. He pointed 
out that after the automatic rules of the gold standard 
had been abandoned, currency management had become 
the prime function of central banks. Increases in interest 
rates, which had been considered of great use in attract- 
ing capital, had not lived up to the hopes of theorists 
who were over-impressed by the experience of large 
financial centers. In weak economies, high interest rates 
were rather a clear indication of insecurity in the capital 
market. The issuing institutions now have to assure the 
required degree of elasticity of the money supply, lessen- 
ing sharp contractions during periods of depression and 
restraining excessive expansions during the upswing. But 
regulation of the money supply cannot be accomplished 
solely through the intervention of a Central Bank. A 
sound and stable money is a reflection and an expression 
of the political, economic, and social conditions in which 
a country evolves. A Central Bank can, however, be a 
constant and ever watchful moral force so that the cur- 
rency of a country may always be a guarantee of the value 
of the workers’ money wage, a stimulus to savings, a true 
social security, and a dependable medium for the normal 
exchange of goods and services. The contingencies which 
test the efficacy of currency management might include 
fiscal reverses, the pressure of rising prices (followed by 
increases in wages and other expenditures not fully ab- 
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two issues that have been offered publicly by the Bank. 
The second public issue, $150 million of 25-year 3 per 
cent bonds, was also offered on July 15, 1947. In ad- 
dition, the Bank sold an issue, equivalent to US$4 mil- 
lion, of 214 per cent Swiss franc serial bonds to the Bank 
for International Settlements on June 1, 1948; and it 
has guaranteed and sold to U.S. institutional investors 
$12 million of notes received in connection with its 
Dutch shipping loans, and $16 million of bonds received 
in connection with a loan to Belgium. These are the 
only issues or obligations, either direct or guaranteed, 
now outstanding. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, December 5, 1949. 


sorbed by reasonable profits), and the well-intentioned 
urge for development, which, exceeding prudent limits 
and reasonable time calculations, goes beyond the basic 
principles of sound monetary policy on which a Central 
Bank of Issue should stand. Yesterday deflation was the 
ordeal by fire which defeated the gold standard; today 
inflation is the menacing cloud which threatens managed 
currency. In either case, the moderating and corrective 
action of the Central Bank requires the firm support of 
political leaders. 


Recalling Lord Keynes’ view that creditor and debtor 
countries have an equal share of responsibility for es- 
tablishing equilibrium in the balance of payments, Mr. 
Maschke stated that the responsibility of the Fund and 
the International Bank for achieving the objectives of 
the Bretton Woods Agreements had been increased, since 
the beginning of their activities, by the emergence of 
postwar problems. Notwithstanding the prominent role 
which they are playing in seeking greater stability for 
national economies, measures have to be devised which 
will go to the roots of the periodic disequilibria. Mr. 
Maschke drew attention to the significance of Resolution 
VII of Commission III at the Bretton Woods Conference, 
which had recognized that the objectives of the Fund 
would not be fully attained unless governments also 
sought to “bring about the orderly marketing of staple 
commodities at prices fair to producer and consumer 
alike.” This idea could take shape either through some 
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special body or through credits to or purchases from raw 
material exporting countries, which could thus maintain 
their productive activities at a normal level. An inter- 
national organization acquiring surpluses of basic prod- 
ucts and granting credit upon such collateral would 
benefit not only the producing country that is in tempo- 


ECA Report 


ECA’s latest report to the Public Advisory Board shows 
the status of the European Recovery Program as of Oc- 
tober 31, 1949. Total procurement authorizations since 
the beginning of the program amounted to about $7.1 
billion, while paid shipments totaled about $5.4 billion. 
Two countries, the United Kingdom and France, ac- 
counted for about half of the total authorizations and 
shipments. The gap between authorizations and actual 
shipments has narrowed considerably in recent months; 
paid shipments were about 68 per cent of authorizations 
in April 1949, against 77 per cent at the end of October. 

Counterpart deposits totaled $3.9 billion at the end of 
September, and releases to recipient countries amounted 
to $2.4 billion. ECA has approved requests for guarantees 
of the convertibility of proceeds from U.S. investments in 
ERP countries amounting to only $4.8 million, although 
$150 million has been allotted for this purpose. Of the 
total, investments in the United Kingdom account for 55 
per cent, and those in Western Germany for 39 per cent. 
Source: Seventeenth Report for the Public Advisory 

Board of the Economic Cooperation Administra- 


tion, Washington, D.C., November 23, 1949. 


Europe 


U. K. Terms of Trade 


The U.K. import price index, which had been constant 
at about 118 (1947 — 100) for many months, fell to 
112 in August and 111 in September; but in October, 
the first full month after devaluation, it rose to 121. The 
index of export prices in October was 113, roughly the 
same as in earlier months of 1949. 

A little less than one quarter of the rise in import 
prices resulted from increases in the foreign currency 
prices charged by overseas suppliers; the rest of the 
increase is attributed to a rise in the sterling cost due 
to the change in the exchange rate. However, cargoes 
invoiced in foreign currencies which arrived in ships 
reporting after September 18 have been entered at values 
converted at the new exchange rate, and the resulting 
increase in average value does not necessarily reflect 
a corresponding rise in the sterling price actually paid 
(since payment may have been made before September 
18). The October figure for exports is stated to reflect, 
in the main, shipments under pre-devaluation contracts. 
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rary difficulties, but also other countries interested in the 
maintenance of a steady level of international purchasing 
power. Such a broad regulatory system would provide 
the logical and necessary complement for the organiza- 
tions created at Bretton Woods. 


Source: El Mercurio, Santiago, Chile, December 3, 1949. 


Sources: The Financial Times, December 3, 1949, and 
The Economist, December 3, 1949, London, 
England. 


London Stock Market 


The recovery in gilt-edged stocks in London, which 
began when the Government initiated modest supports 
three weeks ago (see this News Survey, Vol. II, p. 173), 
has carried prices back almost to pre-devaluation levels. 
Shorts and medium dated stocks are actually above mid- 
September prices. Equities have continued to rise, but 
their recovery from a low point of 100 (see this News 
Survey, Vol. II, p. 157) has been less marked. The 
Financial Times index of ordinary share prices (1935 
= 100) stood at 103.5 on November 30 and 108.2 on 
September 16. 

The Government has announced the terms of a con- 
version offer for £787 million of 134 per cent Exchequer 
Bonds which mature in February 1950. Holders will 
be offered 24% per cent five-year Exchequer Stock at 
par; there will be no cash subscription. The terms are 
reported to have been well received, and to be regarded 
as in line with market conditions. It is understood that 
government departments hold about half the Exchequer 
Bonds, and banks and financial institutions most of the 
remainder. 


Sources: The Economist, December 3, 1949, and The 
Financial Times, December 3, 1949, London, 
England. 


French Payments Position 


The franc area balance of payments deficit on current 
account is likely to be less than $1 billion in 1949, i.e., a 
reduction of more than $0.7 billion in one year. While 
France was compelled last year to suspend imports from 
Belgium and Switzerland, the situation has been com- 
pletely reversed this year. As of December 31, 1948 
France was a debtor to Belgium to the extent of B fr 3.5 
billion; as of October 31, 1949, the debt was less than B fr 
0.3 billion. The French debt to Switzerland was Sw fr 310 
million as of December 31, 1948 and Sw fr 188 million 
as of October 31, 1949. France has become a creditor 
with nearly all OEEC countries except Western Germany 
and Italy (and temporarily Denmark and Greece). With 
the Netherlands, it is a creditor for about 20 million 
guilders, and with Sweden for SKr 20 million. More 
significant is the French position with the sterling area. 
Here the debtor position has been entirely reversed in the 
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last few months, the Bank of France having been able 
to build up a sterling reserve of roughly £30 million. 
This development is striking since on the basis of OEEC 
estimates of the French-British payments position France 
had been granted drawing rights for $108 million in 
1949-50. 

Sources: Le Monde, Paris, France, November 26, 1949; 
The Financial Times, London, England, No- 
vember 29, 1949. 


French Trade With Overseas Territories 


In the first ten months of 1949, France had a credit 
balance of 69 billion francs in trade with her overseas 
territories. This contrasts with a debit balance of 18 
billion francs in 1946, and credit balances of 1.5 billion 
francs in 1947 and 1.8 billion francs in 1948. 

Several reasons may be advanced for the recent favor- 
able balance for France. In the first place, the inclusion 
of the Saar in the French economy has been an important 
factor. The increased diversification of French exports 
to the overseas territories, as a result of the five-year 
investment program, also contributed. Manufactured 
products represented 57 per cent of colonial imports 
from France in 1949, equipment goods made up 19 per 
cent, while raw materials, semifinished products, and 
foodstuffs contributed the remaining 24 per cent. Food- 
stuffs comprised 73 per cent of all colonial exports to 
Metropolitan France in 1949. 

An increase in the volume of French exports is an- 
other factor in the situation. French exports to overseas 
territories are estimated at 4 million tons for 1949, 
against 2.3 million tons before the war, while the char- 
acter of the goods shipped has not changed appreciably. 
Colonial exports to France totaled only 4.5 million tons 
during the first ten months of 1949, against 7.4 million 
before the war. 


Source: Le Monde, Paris, France, November 30, 1949. 


Danish Trade With Dollar Area 


Danish trade with the dollar area in 1949-50 will be 
smaller than the original plans, which called for imports 
valued at $206 million. It was hoped that $115 million 
would be financed by ECA, but the actual allocation to 
Denmark amounts to $87 million. The value of imports 
from the dollar area in 1949-50 is now estimated to be 
only $123 million. Cuts will be made in coarse grains, 
$8 million; oilseeds, $6 million; oil and kerosene, $3.5 
million; and iron and steel, $2 million. Imports of 
agricultural machinery will be switched to the United 


Kingdom. The 1949-50 estimate of exports to the dollar 


area, which had been $50 million, has now been lowered 
to $36 million. 


Source: The Financial Times, London, England, No- 


vember 10, 1949. 





Derationing of Meat in Denmark 


Rationing of meat in Denmark was discontinued on 
November 21, and opinion is divided as to whether or not 
consumption will increase. Per capita meat consumption 
in 1948 averaged about 8 per cent more than in 1938-39, 
and any further increase will be at the expense of exports. 
It is not unlikely, however, that an increase in meat 
consumption would be counterbalanced by a decrease in 
consumption of cheese and eggs. This might mean ad- 
ditional exports of these products, whose consumption 
in 1948 was some 40 to 60 per cent greater than in 1939. 

With the discontinuance of rationing, the meat subsidy 
has been replaced by discount cards distributed to 
families with an income below 10,000 kroner. The dis- 
count cards will cost the Government DKr 96 million 
(US$14 million) annually. The abolition of subsidies 
and ceiling prices will mean that meat prices will be 
determined by demand and supply. The rules against 
excessive profits will continue in force, but theoretically 
there will be no price ceilings. Immediately after ceiling 
prices were discontinued, prices rose some 50 to 70 per 
cent. A buyers’ strike has already been partly sucessful 
and prices are beginning to decline. 

Sources: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, November 18 and 25, 1949. 


Governor of National Bank of Denmark 


Mr. Holger Koed has been appointed Governor of the 
National Bank of Denmark, to succeeed Mr. Carl Valdemar 
Bramsnaes, who retired on October 31. 


Norweg:an Exports and Liberal:zation of Trade 


Norwegian exports have not gained much from the 
liberalization of intra-European trade (see this News 
Survey, Vol. II, pp. 117 and 135). For fishery products 
very few concessions have been granted by the OEEC 
countries. In Great Britain only salted fish is on the 
unconditional list, and in Italy, only herring and salted 
and dried cod; in France nearly all kinds of fish have 
been placed on the conditional list and nothing on the 
unconditional list. On the Netherlands unconditional 
list, only fishmeal is included; on the Austrian list, all 
kinds of animal fat; and on Portugal’s list, all kinds of 
fish. Most important for wood pulp and paper exports 
is the inclusion of mechanical wood pulp on the French 
and Dutch unconditional lists, while British imports of 
several kinds of wood products will be made free early 
next year. In Italy, newsprint and wrapping paper are 
on the unconditional list. 

Some metals and ferroalloys that Norway exports are 
on the unconditional lists of several countries, but for 
these Norway has had no difficulties in finding markets. 
For less marketable products, such slight advantages as 
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have been gained will mean very little for Norway’s total 

export volume to the OEEC countries. 

Source: Norwegian Export Council, Norges Utenriks- 
handel, Oslo, Norway, November 15, 1949. 


Italian Exchange Guarantee On Dollar Loans 


The Italian Government has recently introduced a 
form of partial exchange rate guarantee, in favor of 
Italian recipients of dollar loans, covering the payment 
of interest as well as amortization. The guarantee refers 
specifically to the Export-Import Bank loans already 
granted or to be granted to Italy in the future up to a 
total amount of $200 million, and to all loans granted 
under ERP. 

The guarantee is operative if the lira-dollar exchange 
rate at the time interest and amortization are paid is more 
than 25 per cent higher or lower than the exchange rate 
at the time the loan was made. Hence, if the exchange 
rate is more than 25 per cent higher than when the loan 
was granted, the loan recipients will purchase from the 
Exchange Office the necessary dollars at an exchange rate 
only 25 per cent higher than the original exchange rate. 
The difference will be paid by the Exchange Office. Con- 
versely, if the exchange rate has declined by more than 
25 per cent, the Italian debtors will have to buy dollars 
calculated at a rate 25 per cent lower than the old one. 
The profit derived from this operation will accrue to the 
Foreign Exchange Office. 

This is the first partial exchange guarantee granted 
by the Italian Government for dollar transactions since 
before the war. The lira-dollar rate had remained stable 
at 575 lire to the dollar for the 18 months ending Sep- 
tember 19, with no fluctuations. After a brief period 
of adjustment following sterling devaluation, it has 
settled at 625 lire to the dollar, a decline of 9 per cent. 
Source: Gazzetta Ufficiale della Repubblica Italiana, 

Rome, Italy, October 28, 1949. 


Greek Budget 


The Greek budget for the fiscal year ending June 30, 
1950, submitted to Parliament by the Minister of Finance 
on November 19, estimates expenditures at 5,748 billion 
drachmas and revenues at 3,953.3 billion. The deficit 
is to be met in part by 1,650 billion drachmas from ECA 
counterpart funds. Expenditures of civil Ministries ac- 
count for 3,749.5 billion drachmas, and those of war 
and public security Ministries for 1,998.5 billion 
drachmas. Payroll and pension payments (for both mili- 
tary and civil personnel) absorb 2,242.3 billion drachmas; 
expenses for refugees’ resettlement, 610 billion drachmas; 
import subsidies, 684 billion drachmas. 

Preliminary figures of actual results of the 1948-49 
budget indicate that total expenditures amounted to 
3,940.3 billion drachmas and total revenues to 3,043.3 
billion, the resulting deficit having been covered by 
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counterpart funds. The estimated increase of expenditures 
during 1949-50 is to be attributed mainly to increased 
payroll payments because of salary increases for govern- 
ment personnel (authorized as of July 1), an increased 
Christmas bonus, higher import subsidies, and military 
and public security expenses, although war expenses dur- 
ing the second half of the year are estimated at 75 per cent 
of those of the first half. Actual receipts from domestic 
sources in 1948-49 have amounted to 2,891.7 billion 
drachmas, compared with estimates for 1949-50 of 
3,862.8 billion. Direct taxes have accounted for 17.3 
per cent of the 1948-49 receipts, while estimates for 
1949-50 set them at 25.1 per cent; indirect taxes, which 
accounted for 55 per cent in 1948-49, are estimated at 
49.5 per cent for 1949-50; and revenues from monopolies, 
stamp fees, etc., which accounted for 22.3 per cent in 
1948-49, are estimated at 17.8 per cent for 1949-50. 
The purposes of new fiscal measures already in effect 
and others under consideration are (a) to avoid any 
inflationary financing of budgetary requirements, (b) 
to shift the taxation burden from indirect to direct 
taxation and from lower to higher individual incomes, 
(c) to tax the national income on the whole just below the 
point at which incentives for saving and investing are 
affected, and (d) to ease taxation strains where this 
seems to be necessary from an over-all point of view. 
Source: To Vima, Athens, Greece, November 20, 1949. 


Western Germany’s Steel Production 

Iron and steel production in Western Germany has 
shown a declining trend in recent months, as indicated 
by the latest available monthly production figures: 


Steel 

Ingots Pig Iron 
(thousands of metric tons) 

834.4 650.5 

759.8 598.5 

693.4 557.6 


August 
September 
October 


Steel ingot output during the first ten months of 1949 
was 7.4 million tons, and it is unlikely that this year’s 
production target of 9.6 million tons will be fulfilled. 
The limit on German steel production fixed by the 
Western Allies in the Level of Industry Plan is 11.1 
million tons. Recent German demands to raise the limit 
to 14 million tons or more are, therefore, not considered 
justified at present. 

The decline of steel production is attributed mainly to 
decreasing orders from manufacturers of finished prod- 
ucts, the cancellation of orders from the German railroads 
for budgetary reasons, the general stagnation of in- 
vestment activity, and the inability of steel producers to 
finance stock piling. In order to make up at least partly 
for the lack of domestic orders, the West German author- 
ities have asked for and have been granted an increase in 
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their export quota for the fiscal year 1949-50 from 

330,000 to 900,000 tons; for the current year exports 

are estimated at 450,000-500,000 tons. 

Source: The Financial Times, London, England, No- 
vember 29, 1949. 


fulfillment of Polish Three Year Plan 


The goals of the Polish Three Year Reconstruction 
Plan were attained by the end of October 1949, two 
months before the close of the three year period. In- 
dustrial production was 0.6 per cent above the level 
planned, and agricultural production and transportation 
exceeded the goals by higher percentages. The goals in 
coal mining, pig raising, and seaborne trade have not 
been attained. 

Industrial output for the entire year 1949 is expected 
to be 126 per cent greater than in 1946 and 75 per cent 
above the prewar average; on a per capita basis, it will 
be 150 per cent more than before the war. Total agri- 
cultural production reached about 80 per cent of the 
prewar level, but per capita output is expected to be 12 
per cent above prewar. Real wages of salary and wage 
earners in June 1949 were 107 per cent above the level of 
June 1946 and 26.6 per cent above the 1938 level. 

Territorial changes, the effects of the Three Year Plan, 
and changes in the economic system have considerably 
changed the occupational structure of the Polish popula- 
tion. In 1938, 18.2 per cent of the population derived 
their living from wages and salaries, 64.5 per cent from 
agriculture, 2.2 per cent from pensions, 13 per cent from 
private entrepreneurship, handicraft, and liberal pro- 
fessions, and 2.1 per cent were unemployed. In 1949, 
35.9 per cent of the population derived their living from 
wages and salaries, 51.6 per cent from agriculture, 2.9 
from pensions, 9.3 from private entrepreneurship, handi- 
craft, and liberal professions, and 0.3 per cent were 
unemployed. 

Source: Polish Research and Information Service, 
Biuletyn, New York, N.Y., November 23, 1949. 


Middle East 


Control of Industry in Egypt 


Egypt’s Minister of Commerce and Industry has pre- 
pared a bill providing for complete control of the 
country’s industry. A Superior Council is to be set up 
for each section of industry, to which business firms 
must, on demand, give the required details concerning 
their affairs. Moreover, the Superior Councils will from 
time to time issue instructions with which all firms 
falling under their jurisdiction will be obliged to comply. 
Source: The Financial Times, London, England, No- 

vember 19, 1949. 


Cotton Sales in Egypt 


The Egyptian Government is to resume the sale of 
long staple cotton (Karnak variety) from its own stock 
against hard currency payments. The minimum price is 
fixed at 79 tallaris per kantar (or 45 cents per pound) 
for the fully good grade, delivered Alexandria. 

In the first ten months of 1949, the Government made 
a profit of £E1.7 million (US$4.9 million) on its cotton 
sales, 

Source: The Journal of Commerce, New York, N.Y., 
December 1, 1949. 


British Payments To Iran 


Britain has made a final payment to Iran of £8.2 mil- 
lion for the wartime use of the Iranian railway system, 
bringing the total settlement to £19 million. The basic 
arrangements for all payments to Iran before 1947 
provided that 60 per cent of all sums due should be paid 
in gold, the balance being covered by sterling which 
carried a revaluation guarantee. In the railway settle- 
ments, Iran agreed not to insist on the 60 per cent payment 
in gold, provided that dollars would be made available if 
needed. On the other hand, under the exchange guarantee 
the agreed final payment had to be raised from £5.7 mil- 
lion to £8.2 million. 

Source: The Economist, London, England, November 
19, 1949, 


Cost of Living in Iraq 


The cost of living index for unskilled labor in Baghdad 
has continued to decline (see this News Survey, Vol. II, 
p. 97). In October the index was 501 (1939 — 100), a 
decline of 92 points from the level of January 1949 and 
261 points from that of April 1948, which was the 
highest point since computation of the index was begun 
in 1945. The continued decline of the index in 1949 
is attributed to falling prices of foodstuffs, primarily 
of meat, lentils, and wheat. 

Source: The Iraq Times, Baghdad, Iraq, October 13, 
1949, 


Work for Palestinian Arab Refugees 


In the interim report to the General Assembly made 
by the United Nations Economic Survey Group on the 
Arab refugee problem, Arab refugees are estimated at 
751,000, of whom about 100,000 are employed or are 
capable of self-support. The majority of these refugees 
are in the neighboring Arab countries: 100,000 in 
Lebanon, 75,000 in Syria, 70,000 in Jordan, 190,000 
in Gaza (now held by the Egyptian Army), and the rest 
in the Arab areas of Palestine. 

The short-term plan of the Survey Group is to provide 
work, instead of relief, for the refugees in the areas where 
they now live. It is proposed that able-bodied persons 
now receiving relief should be employed at international 
expense for 18 months ending June 30, 1951. The esti- 
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mated cost of the plan is $48 million, of which about $6 
million is to be provided locally in the form of materials, 
tools, and equipment. The rate of expenditure proposed, 
$2.7 million per month, is the same as that now being 
spent on relief. All the recommended public works are 
operations in which labor forms a high percentage of 
the total cost: road building, water conservation works, 
terracing to conserve the soil, and afforestation for that 
purpose and to provide fuel. 

Source: United Nations, General Assembly, Document 

A/1106, November 17, 1949. 


Far East 


Anglo-Ceylonese Talks 


Ceylon is expected to ask the United Kingdom for 
higher prices for its copra, as well as for a long-term 
agreement of at least five years’ duration, in trade talks 
which have opened in Colombo. Local exporters have 
stated that sterling devaluation will increase production 
costs. 

Source: The Financial Times, London, England, No- 
vember 29, 1949. 


U.K. Contribution to Malayan Defense 


On November 17 it was announced that the contri- 
bution from the United Kingdom toward the defense and 
security of the Federation of Malaya for the coming year 
would be £3 million, which would cover half the esti- 
mated cost of emergency and defense expenditure. 
Source: Records and Statistics, Supplement to The 

Economist, London, England, December 3, 1949. 


Thai Trade With Japan 


In the early months of 1949, Thailand had a favorable 
balance of about US$2 million in its trade with Japan. 
Thailand sold 50,000 tons of glutinous rice to Japan at 
US$176 a ton. This realized $8.8 million, and exports 
by private firms totaled another $2.3 million. Ship- 
ments from Japan to Thailand included $6.8 million 
worth of rolling stock. 

As the Railways Department is starting a five-year re- 
habilitation plan which will cost about 600 million baht, 
of which 40 per cent is for rolling stock, the credit 
balance on Japanese account will probably be used to 
purchase more railway equipment in Japan. Of the 68 
million baht worth of equipment already ordered, two 
shipments have arrived. 

Source: Thai Commercial Development Bureau, The 
Siam Trade and Economic Review, Bangkok, 
Thailand, August 1949. 


Hong Kong's Trade 


Hong Kong’s September exports amounted to HK$225 
million and imports to HK$267 million. These figures 
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were greater by 15 and 17 per cent respectively than 
those for August 1949, and by 52 and 105 per cent 
respectively than those for September 1948. Thirty-two 
per cent of the exports went to China, 16 per cent to 
Macao, 12 per cent to Malaya, 10 per cent to the United 
States, and 5 per cent to the United Kingdom. Of the 
imports, 19 per cent came from China, 19 per cent from 
the United States, 13 per cent from the United Kingdom, 
and 7 per cent from Malaya. 

Exports were mainly textile fabrics, yarns and thread, 
raw textile materials, vegetable oil, and chemicals. Im. 
portant imports were heating and lighting products, 
textile goods, and foodstuffs. 

Source: Far East Trader, San Francisco, California, 


November 2, 1949. 


Japan’s Rice Crop 

Japan’s 1949 rice production is officially estimated at 
599 million bushels of rough rice, 2 per cent larger than 
the 1948 harvest of 586 million bushels and slightly 
above the prewar average, according to SCAP’S Public 
Information Office. The harvest was the largest since 1942, 
when 609 million bushels were produced. 

Japan’s prewar average imports from colonies ap- 
proximated 3,900 million pounds annually in terms of 
milled rice. Since the war, however, imports have been 
relatively insignificant, because of the decrease in the 
output of Asia’s surplus-producing countries. Rice im- 
ports of about 125 million pounds in 1948 were obtained 
for the most part from Thailand. The total rice utiliza- 
tion of Japan in 1948 was approximately 75 per cent of 
the prewar average, although there has been a substantial 
increase of population. 

Source: U.S. Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., November 21, 
1949, 


United States and Canada 


U.S. Business Conditions 


U.S. output and employment decreased in October 
but increased again in the latter part of November. The 
October index of industrial production was 166 (1935-39 
== 100), compared with 174 in September 1949 and 195 
in October 1948; an increase is expected in the No- 
vember index, owing to resumption of work in the steel 
and coal industries. 

Other indices of business activity showed divergent 
trends. The index of new construction activity adjusted 
for seasonal variation was 265 (1923-25 — 100) in 
October 1949, compared with 246 in September 1949 
and 184 in October 1948. Department store sales showed 
a less than seasonal increase in October, and during the 
first week of November they were 6 per cent below 4 
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year ago. Wholesale prices, particularly of livestock, 
apparel wool, lead, and tin, decreased somewhat further 
between mid-October and the third week in November. 
Business loans continued their seasonal expansion in 
October and the first three weeks of November. Prices 
of common stocks fluctuated around the new high level 
for the year reached in early November. 
Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., No- 
vember 28, 1949. 


(anada’s Trade Prospects 


Canada’s Minister of Trade and Commerce has stated 
that he expects a continuing high domestic demand to 
offset some anticipated slump in Canadian exports in 
1950. This expectation is based on the 1949 tendency 
for home markets to “take up the slack” in the overseas 
sale of motor vehicles, cotton textiles, and electrical 
equipment, and the belief that Canadian employment and 
income in 1950 will remain at satisfactory levels. The 
Minister admitted that some production patterns might 
have to be altered, but felt that primary production 
could be disposed of if conditions in the United States 
remained satisfactory. He noted that Canada was al- 
ready in grave danger of overselling her 1949-50 wheat 
crop, and could not meet her 1949 bacon and egg con- 
tracts with the United Kingdom. 

Source: The Globe and Mail, Toronto, Canada, December 
2, 1949. 


Canada Lifts Price Control 


The Canadian Government on December 1 removed 
price controls from most iron and steel products except 
steel scrap. Scrap is now the only commodity under 
price control. Ceilings remain on domestic rents, but 
the validity of the rental controls is to be tested before 
the Supreme Court on January 30. 

Sources: The Globe and Mail, Toronto, Canada, De- 
cember 1 and 2, 1949. 


Latin America 


Bank of London and South America 
The Chairman of the Bank of London and South 


America, in his annual report to stockholders, stated 
that the bank’s profits were down slightly from the three 
preceding years; that deposits had been relatively stable; 
that the financing of foreign trade was being switched 
from documentary credits to bills for collection (reflect- 
ing the onset of the buyer’s market) ; and that in general 
lending policy there had been some shift from advances 
to loans against promissory notes. 

The Chairman emphasized the continued growth of 
of monetary pressure in Latin America in the past year. 
Most countries have had to deal with the effects of a 


187 


sharp fall in foreign exchange yields as well as with 
pressures from rising costs of production, due partly to 
inflation and partly to the continuing high cost of im- 
ports. The fall in export earnings, by curtailing imports 
of consumer goods, gave fresh impetus to inflationary 
pressure. The Chairman held, however, that even more 
important than inflation in the difficulties facing countries 
trading with Latin America were the differential exchange 
rates to which some Latin American countries had 
resorted, and which in certain cases were equivalent to 
the imposition of high import duties. 
Sources: The Financial Times, November 25, 1949, and 
The Economist, December 3, 1949, London, 
England. 


Venezuela’s Coffee Exchange Premium 


Since the end of October, the Central Bank of Vene- 
zuela has stopped buying exchange from coffee exporters 
at premium rates. Venezuelan highest quality coffees are 
now quoted at roughly $55 per 100 pound bag, which is 
considerably above the established limits of $23 to $42 
(at which preferential treatment stops) for different 
quality coffees. Thus all purchases of coffee exchange 
are now being made at the rate of 3.325 bolivares per 
dollar instead of the graduated scale running up to 4.80 
bolivares per dollar for washed coffee, and 4.25 bolivares 
for unwashed. 

Source: El Nacional, Caracas, Venezuela, November 20, 


1949. 


Ecuador’s Coffee Crop 


Preliminary estimates of 268,000 bags of 60 kilograms 
each for Ecuador’s coffee crop in the year July 1949- 
June 1950 have been revised to 190,000 bags as a result 
of unfavorable weather. The preceding year’s crop, esti- 
mated at 345,000 bags, was a record high. Since the 
quality of the 1949-50 crop is reported as better than 
that of last year’s crop, it is expected that approximately 
the same revenue will be obtained. 

The present crop has been contracted for sale to Euro- 
pean buyers to a greater extent than usual, and although 
an estimated 85 per cent or more of the export contracts 
were made before the abrupt price rise of late October, 
average export prices are expected to be 20-25 per cent 
above those of last year. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., December 5, 
1949, 


Reorganization of Uruguay's Banco de la Republica 


On November 1, the Uruguayan Administration sent 
to Congress draft legislation to amend the basic law of 
the Banco de la Republica Oriental del Uruguay. The 
amendments would reform the note issue system to 
give it more flexibility, substitute a Monetary Department 
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for the present Department of Issue, and create a De- 
partment of Industrial and Rural Credit. 

The Monetary Department would perform banking 
functions and would be administered by an independent 
Monetary Board, instead of by the Directorate of the 
Bank as at present. It would be responsible for (a) the 
currency issue and gold and silver reserves, (b) redis- 
counts to other departments of the Banco de la Republica 
and private banks, (c) the setting of rediscount and 
interest rates on deposits, (d) the establishment of re- 
serve requirements against deposits, (e) the regulation 
of the extension of credits by the banking system, (f) 
the issuing of bonds to absorb excess liquidity, and (g) 
the regulation of transactions in the foreign exchange 
market and of capital transfers abroad, etc. The Mone- 
tary Department would not be able to carry out any 
credit operation for the Government or government 
agencies or business and individuals, except the issuing 
of bonds to absorb excess liquidity. The Banking De- 
partment would undergo some small changes, and its 
capital might be increased to 100 million Uruguayan 
pesos out of its monetary stabilization fund. It would 
carry on its present commercial banking functions. 

The Department of Industrial and Rural Credit would 
be in charge of the industrial and rural credit operations 
of the Banco de la Republica. The department would be 
given an initial capital of 60 million Uruguayan pesos; 
part would be raised by issues of savings bonds, up to 
a total of 30 million Uruguayan pesos, and the remainder 
would be obtained from (a) annual net profits of the 
Monetary Department, (b) 20 per cent of the annual net 
profits of the Banking Department, (c) profits of the 
new department itself, and (d) other funds appropriated 
by the Government. 

Source: Diario Oficial de la Republica Oriental del 
Uruguay, No. 12911, Montevideo, Uruguay, 
November 16, 1949. 


Other Countries 


South African Import Plans 


The South African Minister of Economic Affairs has 
stated that a foreign exchange quota will be made 
available during the first half of 1950 for the import of 
general consumer goods not included in the prohibited 
list. 

Source: The Financial Times, London, England, De- 
cember 3, 1949. 


South African Loans 


The loan to be granted by Swiss banks to the Govern- 
ment of the Union of South Africa (see this News Survey, 
Vol. II, p. 132) will be at least the equivalent of 6,000 
kilograms of gold (approximately 30 million Swiss 
francs). The three-year loan will be repayable in gold 
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and will be used for the purchase of Swiss goods, mainly 
machinery and chemicals. 

It is also reported that a second loan of $10 million 
has been offered to South Africa by a group of U.S, 
banks. The loan will probably take the form of a three. 
year revolving credit. 

Sources: Union of South Africa Government Information 
Office, South Africa Reports, December 1, 1949, 
and The Journal of Commerce, December 6, 
1949, New York, N.Y. 


South African Cost of Living Allowances 


The Government of the Union of South Africa has 
decided to peg the cost of living allowances of the Public 
Service and the Railways personnel and to review them 
only from year to year. Pegging will be in force until the 
end of the financial year 1950-51. This measure is de- 
signed to avoid the dissipation, by an unnecessary rise 
of prices and costs, of advantages which the country 
will receive from devaluation. 

Source: Union of South Africa Government Information 
Office, South Africa Reports, New York, N.Y., 
December 1, 1949. 


Nigerian Palm Products Exports 

Nigeria’s palm oil exports during the first half of 
1949 totaled 82,200 short tons, and palm kernel exports 
were 185,400 short tons. The United Kingdom received 
the major proportion of both products, and, effective 
January 1, 1950, will purchase Nigeria’s entire exportable 
surplus of vegetable oilseeds and oils for a period of 
three years. The dollar area has been purchasing from 
2 to 3 per cent of the palm oil exports. 

Efforts are being made to encourage the use of ma- 
chines in the extraction of oil, thus increasing both the 
quantity and quality. Most of the oil extracted by crude 
methods is so inferior that it can be used only in soap 
manufacturing. 

Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, November 26, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editoria] comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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